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of the topics to be discussed at the hearing by November
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Regulated investment companies. This procedure sets
forth conditions under which distributions made to share-
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ments and on performance fee provisions of advisory fee
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Railroad retirement quarterly rate. The Railroad Retire-
ment Board has determined that the rate of tax imposed by
section 3221 of the Code shall be 27 cents for the quarter
beginning October 1, 1999.
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Rev. Proc. 99-41, page 566.

Adequate disclosure; substantial understatement.
Guidance is given concerning when information shown on a
return in accordance with the applicable forms and instruc-
tions will provide adequate disclosure to reduce an under-
statement of income tax under section 6662(d) of the Code
and avoid the preparer penalty under section 6694(a) of the
Code.

Rev. Proc. 99-42, page 568.

Cost-of-living adjustments for 2000. The Service pro-
vides cost-ofdiving adjustments for the tax rate tables for in-
dividuals, estates, and trusts, the standard deduction
amounts, the personal exemption, and several other items
that use the adjustment method provided for the tax rate ta-
bles. The Service also provides the adjustment for eligible
long-term care premiums and another item that uses the
adjustment method provided for eligible long-term care
premiums.

Notice 99-53, page 565.

Information reporting; payments of gross proceeds to
attorneys. The Service intends to delay for one year the ef-
fective date of regulations proposed under section 6045 of
the Code relating to the reporting of payments of gross pro-
ceeds to attorneys.
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Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part ll.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—ltems of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.






Part |. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 1.—Tax Imposed Section 135.—Income From the maximum amount of annual dues that can be

. . paid to certain agricultural or horticultural organiza-
United States Savmgs Bonds tions without any portion being treated as unrelated

The Service provides inflation adjustments to th . .
tax rate tables for individuals, trusts, and estates fi’sed to Pay Higher Education trade or business income by reason of any benefits
taxable years beginning in 2000. In addition, thduition and Fees or privileges available to members for taxable years

amounts of certain reductions allowed against the ' S _ beginning in 2000. See Rev. Proc. 99-42, page 568.
unearned income of minor children in computing the The Service provides inflation adjustments to the
“kiddie tax” are adjusted. Also adjusted are thdimitation on the exclusion of income from United

amounts used to determine whether a parent mayfates savings bonds for taxpayers who pay quag_ection 513.—Unrelated Trade

elect to report the “kiddie tax” on the parent's returniied higher education expenses for taxable years b

See Rev. Proc, 99-42, page 568. ginning in 2000. See Rev. Proc. 99-42, page 568. Or Business

The Service provides inflation adjustments to the
maximum amount of a “low cost article” for taxable
Section 32.—Earned Income Section 151.—Allowance of years beginning in 2000. Funds raised through a

Deductions for Personal charity’s distribution of “low cost articles” will not

The Service provides inflation adjustments to th . be treated as unrelated business income to the char-
limitations on the earned income tax credit for taxiExemptlons ity. See Rev. Proc. 99-42, page 568.
able years beginning in 2000. See Rev. Proc. 99-42, The Service provides inflation adjustments to the
page 568. personal exemption and to the threshold amounts of
adjusted gross income above which the exempticBection 561.—Definition of

amount phases out for taxable years beginning i . F H
2000. See Rev. Proc. 99-42, page 568. Deductlon for Dividends Paid

Section 59.—O0ther Definitions

and Special Rules for the 26 CFR 1.561-1: Deduction for dividends paid.

Alternative Minimum Tax Section 170.—Charitable, Etc., _If a regulated investment company makes distrib-
. . . utions to shareholders that vary as a result of the al-
The Service provides an inflation adjustment tdContributions and Gifts location of certain expenses, as a result of the alloca-
the exemption amount used in computing the alter- tion of the benefit of a waiver or reimbursement of

native minimum tax for a minor child subject to the The Serylce provllc’i’es |pflqt|on adjustments to th‘i':ertain expenses, or as a result of the allocation or

“kiddie tax” for taxable years beginning in 2000. insubstantial beneﬁt. gwdelmes for 'calendar Y€alyaiver or reimbursement of a performance fee, may

See Rev. Proc. 99-42, page 568. 2_000_' Under the gmdelmes, a charitable Co_mr'buthe company include those distributions in the
tion is fully deductible even though the contrlbutoramOunt of its deduction for dividends paid? See Rev.

receives “insubstantial benefits” from the charity.PrOC_ 99-40, page 565.

See Rev. Proc. 99-42, page 568.

Section 63.—Taxable Income

Defined . ‘
. . Section 562.—Rules Applicable
The Service provides inflation adjustments to th Sectltén 213'_Medlcal' Dental' in Determining Dividends
standard deduction amounts (including the limita* tc" Xpenses E|igib|e for Dividends Paid

tion in the case of certain dependents, and the addi- 1, goyice provides inflation adjustments to thDeduction
tional standard de'du.ctlo.n for the aged or blind) fofimitation on the amount of eligible long-term care
taxable years beginning in 2000. See Rev. Proc. 99t iums includible in the term “medical care,” for26 CFR 1.562-2: Preferential dividends.

42, page 568. taxable years beginning in 2000. See Rev. Proc. 99—
42, page 568. If a regulated investment company makes distrib-

utions to shareholders that vary as a result of the al-
location of certain expenses, as a result of the alloca-
tion of the benefit of a waiver or reimbursement of

Section 68.—O0verall Limitation

on ltemized Deductions Section 220.—Medical Savings  certain expenses, or as a result of the allocation or
) ) ) . . Accounts waiver or reimbursement of a performance fee, may
The Service provides inflation adjustments to the the company include those distributions in the

overall limitation on itemized deductions for taxable  The service provides inflation adjustments to theamount of its deduction for dividends paid? See Rev.
years beginning in 2000. See Rev. Proc. 99-42mounts used to determine whether a health plan isaoc. 99-40, page 565.

page 568. “high deductible health plan” for purposes of deter-
mining whether an individual is eligible for a deduc-

tion for cash paid to a medical savings account f .
.Section 685.—Treatment of

H — : : taxable years beginning in 2000. See Rev. Proc.
Secthn 132.—Certain Fringe 42, prge 566, Funeral Trusts
Benefits
The Service provides an inflation adjustment to

The Service provides inflation adjustments to the the maximum amount of contributions that may be
limitations on the exclusion of income for a quali-section 512.—Unrelated made to a qualified funeral trust for contracts en-
fied transportation fringe benefit for taxable yearBusiness Taxable Income tered in calendar year 2000. See Rev. Proc. 99-42,
beginning in 2000. See Rev. Proc. 99-42, page 568. page 568.

The Service provides an inflation adjustment to
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Section 852.—Taxation of Section 2523.—Gift to Spouse Section 4001.—Passenger

RegUIate_d InveStmePt The Service provides an inflation adjustment tovehICIes
Companies and Their the amount of gifts that may be made in a calendar the service provides inflation adjustments to the
Shareholders year to a spouse who is not a citizen of the Unitegice ahove which a passenger vehicle becomes sub-

States without including the amount in taxable giftgact 1o an excise tax for transactions occurring in cal-
26 CFR 1.852—1: Taxation of regulated investment f506chaIendar year 2000. See Rev. Proc. 99-42, pagRqar year 2000. See Rev. Proc. 99-42, page 568.
companies. :

If a regulated investment company makes distrib- . .
utions to shareholders that vary as a result of the Baction 2631.—GST Exemption Section 4003.—Spe0|al Rules
location of certain expenses, as a result of the alloca-
tion of the benefit of a waiver or reimbursement of The Service provides an inflation adjustment to . . h
certain expenses, or as a result of the allocation tte amount of the generation-skipping transfer taR'"'°€ above "Yh'Ch apassenger yehlcle becpmgs sub-
waiver or reimbursement of a performance fee, magxemption for calendar year 2000. See Rev. Provf;fCt {0 an excise tax fqr trgnsactlons oceurring in cal-
the company include those distributions in th€99-42, page 568. endar year 2000. (Price includes the price of instal-

amount of its deduction for dividends paid? See Rev. Ia_ugn Of. parts or accessories on a passenger vehicle
within six months of the date after the vehicle was
Proc. 99-40, page 565.

first placed in service.) See Rev. Proc. 99-42, page

Section 3221.—Rate of Tax 568.

The Service provides inflation adjustments to the

26 CFR 1.852-3: Investment company taxable ~ Determination of Quarterly Rate of
Income. Excise Tax for Railroad Retirement

upplemental Annuity Program Section 4261.—Transportation

If a regulated investment company makes distrib-S by Air

ut|0n§ to sharehplders that vary as a result of the al- In accordance with directions in Sec- . . . - _
location of certain expenses, as a result of the alloc The Service provides an inflation adjustment to

tion of the benefit of a waiver or reimbursement oﬁon 3221(0) of the Ra|lr_oad Rememen{he amount of the excise tax on passenger air trans-
certain expenses, or as a result of the allocation dax Act (26 U.S.C., Section 3221(c)), thq)ortation beginning or ending in the United States
waiver or reimbursement of a performance fee, maRailroad Retirement Board has deterfor calendar year 2000. See Rev. Proc. 99-42, page
the company include those distributions in themined that the excise tax imposed by suci$s.
amount of its deduction for dividends paid? See Regactign 3221(c) on every employer, with
Proc. 99-40, page 565. respect to having individuals in his em-
ploy, for each work-hour for which com-Section 6033.—Returns by
pensation is paid by such employer foExempt Organizations
services rendered to him during the quar-

Section 877.—Expatriation To

Avoid Tax - The Service provides an inflation adjustment to
ter beginning October 1, 1999, shall be %e amount of dues certain exempt organizations
The Service provides inflation adjustments td€ rate of 27 cents. with nondeductible lobbying expenditures can

amounts used to determine whether an individual's N accordance with directions in Sec<charge and still be excepted from reporting require-
loss of United States citizenship had the avoidandéon 15(a) of the Railroad Retirement Actments for taxable years beginning in 2000. See Rev.
of United Stated tax as one of its principal purposesf 1974, the Railroad Retirement Board "¢ 99-42, page 568.

for calendar year 2000. See Rev. Proc. 99-42, Page s determined that for the quarter begin—

568. .
ning October 1, 1999, 37.1 percent of th . .
taxes collected under Sections 3211(b§?f:t';n GQSQE'F NOtII_?e o.f Large
ion 2032A.—Valuati £ and 3221(c) of the Railroad Retiremen Irts Received From Foreign
Section 2032A.—Valuation o Tax Act shall be credited to the Railroad”€rsons
Certain Farm, Etc., Real Retirement Account and 62.9 percent of Tthe service provides an inflation adjustment to
Property the taxes collected under such Sectionse amount of gifts in a taxable year from foreign

The Senvi ” inflation adi 3211(b) and 3221(c) plus 100 percent aferson(s) that triggers a reporting requirement for a
e Service provides an inflation adjustment ta nited States person for taxable years beginning in

the maximum amount by which the value of certailme taxes _COIleCted _under Section 3221( 00. See Rev. Proc. 99-42, page 568.
farm and other qualified real property included in £f the Railroad Retirement Tax Act shal

decedent’s gross estate may be decreased for pte credited to the Railroad Retirement

poses of valuing the estate of a decedent dying Bupplemental Account. . . e
calendar year 2000. See Rev. Proc. 99-42, page PP Se.CtI.On 632_3'_Valldl!:y and
568. Dated September 7, 1999. Priority Against Certain Persons
By Authority of the Board. The Service provides inflation adjustments for
calendar year 2000 to (1) the maximum amount of a
Section 2503.—Taxable Gifts Beatrice Ezerski, casual sale of personal property below which a fed-
Secretary to the Board. eral tax lien will not be valid against a purchaser of
The Service provides an inflation adjustment to the property, and (2) the maximum amount of a con-

the amount of gifts that may be made to a person in(Riled by the Office of the Federal Register on Septract for the repair or improvement of certain resi-
calendar year without including the amount in taxtember 15, 1999, 8:45 a.m., and published in théential property at or below which a federal tax lien
able gifts for calendar year 2000. See Rev. Proc. 9%sue of the Federal Register for September 16uill not be valid against a mechanic’s lienor. See
42, page 568. 1999, 64 F.R. 50308) Rev. Proc. 99-42, page 568.
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Section 6334.—Property the amount used to determine the amount of intere§action 7702B.—Treatment of

charged on a certain portion of the estate tax paya I _
Exempt From Levy in installments for the estate of a decedent dying ti)guahfled Long Term Care

The Service provides inflation adjustments to th%gl:ndar year 2000. See Rev. Proc. 99-42, pa!,asurance
value of certain property exempt from levy (fuel,”™ "

provisions, furniture, household personal effects, the stated dollar amount of the per diem limitation
arms for personal use, livestock, poultry, and books regarding periodic payments received under a quali-

and tools of a trade, business, or profession) for c@§action 7430.—Awarding of fied long-term care insurance contract or periodic
endar year 2000. See Rev. Proc. 99-42, page 568 o 4o and Certain Fees payments received under a life insurance contract

that are treated as paid by reason of the death of a
The Service provides an inflation adjustment tehronically ill individual for calendar year 2000.
Section 6601.—Interest on the hourly limit on attorney fees that may beSee Rev. Proc. 99-42, page 568.

awarded in a judgment or settlement of an adminis-
Underpayment' Nonpayment’ or trative or judicial proceeding concerning the deter-

Extension of Time for Payment, mination, collection, or refund of tax, interest, or
of Tax penalty for calendar year 2000. See Rev. Proc. 99—
42, page 568.
The Service provides an inflation adjustment to

The Service provides an inflation adjustment to

November 15, 1999 564 199946 I.R.B.



Part lll. Administrative, Procedural, and Miscellaneous

Reporting of Gross Proceeds in 8 561 with certain modifications). Sec-ogous requirements in the rules under the

Payments to Attorneys tion 561 defines the deduction for divi-1940 Act. See Rule 18f-3(a), 17 CFR
dends paid and applies the rules of § 56270.18f-3(a), andxemptions for Open

Notice 99-53 to determine which dividends are eligibleEnd Management Investment Companies

hi ice inf hat th for the deduction for dividends paid. Sectssuing Multiple Classes of Shards;
This notice informs taxpayers that thg;q, 562(c) provides that the amount offestment Company Act Release No.
Internal Revenue Service intends to delagny distribution is not considered a divi20,915, 60 Fed. Reg. 11,876 at 11,878

for one year the effective date of the reglsand for purposes of computing the divi{Mar. 2, 1995).

lations proposed under § 6045 of the Ing paid deduction under § 561 unless .01 Each Qualified Group shall have a

ternal Revenue Code (relating to the req . yiip vion is pro rata, does not prefedlifierent arrangement for shareholder ser-

porting of payments of gross proceeds t8ny share of stock of a class over any,ices or the distribution of shares or both,

attorneys). The notice of proposed rule- nd shall be allocated and shall pav the
making (NPRM) was published in theother share of stock of that same clas8l pay

es and expenses of that arrangement.
Federal Register on May 21, 1999 (efnd does not prefer one class of stode p g

over another class except to the extent -02 Each Qualified Group may be allo-

F.R. 27730), 1999-23 IR B. 14 (REG_hat one class is entitled (without refercated and may pay a different share of

;?(?sgszggﬁ)ﬁCosmegtggxl'sggijﬂ(g%:fptrr;%nce to waivers of their rights by shareother fees and expenses, not including ad-
h visory or custodial fees or other fees and
vides that the rules in § 1.6045-5 apply tEOIderS) to the preference. Y

i xpenses related to the management of
payments made after December 31, 1999 .02 Many RICs have issued groups of*P g

shares that represent interests in the satie RIC's assets, if these expenses are ac-

The Service has received many com? : . .
ments requesting that the effectiveydate portfolio of securities but have differenttually mcgrred Ina dlﬁer'ent amount by
the regulations be delayed and believedT@ngements for shareholder services grat Qualified Group, or if the Qualified

that a delayed effective date for the regyh® distribution of shares or both. Be_G_rcc)jup recenag; serwges of ahd|fferﬁnt
lations is appropriate under the circum®@use the fees for these arrangements e ll?.r(;oea fferent degree than other
stances. Accordingly, when finalized, théEVYiceS may vary, sh_areholders W”'ngg', 'E hroup_?.f_ dG
rules in § 1.6045-5 will apply to pay-€duivalent investments in the same fund - | ach Qualified Group—
ments made after December 31, 200602y receive different distributions. To (1) Shall be allocated and shall pay
Nevertheless, payments of gross proceeB§"Mit open-end management investmef! adwsolryt fget atnhd other fees a?dfetﬁ-
to attorneys made after December 30Mpanies to issue these groups of Shar@%gses re?e- cl) d.e man?%gnﬁn ° de
1997, are and continue to be reportable dA€ Securities and Exchange Commissiof} stasse s (inc l: mgf cusio I?h et()es an ‘
Form 1099-MISC pursuant to § 6045(f). (SEC) has adopted Rule 18f-3, 17 C.FHax retrn preparation fees) on the basis o
The principal author of this notice is A.270.18f-3, under the Investment Com{he net asset value of the Qualified Group
Katharine Jacob Kiss, of the Office of the?any Act of 1940, 15 U.S.C. 80a-1 to _Gégl(r:elatlon tto tr:je ne_tbazs_et value ththze.
Assistant Chief Counsel (Income Tax an§1940 Act). nd except as described in paragraph (2);
Accounting). For further information re- .03 Rev. Proc. 96-47, 1996-2 C.B. 33¢} (2) May be allocated and may pay a
garding this notice contact Ms. Kiss orflescribes conditions under which distrib- ifferent adyvisor fee 10 the exteyn?tr):at
(202) 622-4920 (not a toll-free number). utions made to shareholders of a RIC ma diff ory id is th |
vary and nevertheless be deductible a y difference n amount paid is the result
dividends under § 562. Rev. Proc. 96-47 the appllcat_lo_n of_the same perfor-
26 CFR 601.201: Rulings and determination does not address the treatment of distribllo oc fee provisions in the advisory con-
letters. ract to the different investment perfor-

(Also Part I, sections 561, 562, 852: 1.561—1, tions to shareholders that differ in part aﬁqance of each Qualified Group.

1.562-2, 1.852-1, 1.852-3) a rt_esult of thg allocation of the benefit of a 04 The rights and obligations of the
waiver or reimbursement of a fee or ex- hold f h lified G
Rev. Proc. 99-40 pense. Furthermore, Rev. Proc. 96_45/hare olders of each Qualified Group are

does not addre iations in distrib set forth in the RIC’s organizing docu-
SECTION 1. PURPOSE i Stﬂ tari ress Va”alt' ?ihl ”'S ”t.ur'nents. Except as otherwise provided in
Ions that anse as a resuit ot the atocaliof;s yayenue procedure, each Qualified

This revenue procedure describes cof performance-based advisory fees. Group is entitled to distributions calcu-

ditions under which distributions made to ;
shareholders of a regulated investmert=C TION 3. SCOPE Ef:&pi%ﬂ?fﬁ;gg;@?iIzst:ﬁ 2?:;?
company (RIC) may vary and neverthe- Thijs revenue procedure applies to gualified Groups. For purposes of this
less be deductible as dividends undgg|c described in § 851(a) and § 851(b)(13alculation, fees and expenses are allo-
§ 562 of the Internal Revenue Code.  that issues groups of shares (Qualifiedated under those documents to each
SECTION 2. BACKGROUND Groqps) that meet _the requir_eme_nts of t_hi@ualified G.r.oup at the same timg as to all
section. The requirements in this sectionther Qualified Groups. Organizing doc-
.01 Section 852(b)(2)(D) allows a RICare to be interpreted in a manner consisiments are documents of the RIC that fix
a deduction for dividends paid (as definetent with the SEC’s interpretation of analthe rights and obligations between the

199946 I.R.B. 565 November 15, 1999



RIC and the shareholders and that are aby Class A, and Class B shares are all&ECTION 6. EFFECT ON OTHER
proved by a majority of the directors ofcated a transfer agency fee pursuant ®EVENUE PROCEDURES
the RIC. section 3.02 on the basis of the amount in- ]
.05 Each Qualified Group separatelcurred by Class B, the transfer agent may R€V- Proc. 96--47,1996-2 C.B. 338, is
meets the requirements of § 67(c)(2)(Bjvaive all or part of the Class B transfefMPplified and superseded.
(defining the reguired characteristics ohgency fee. Because the Class B transfeE~110N 7. EEEECTIVE DATE
shares of a publicly offered RIC). agency fee was allocated to Class B on
the basis of the amount incurred by Class This revenue procedure is effective Oc-
SECTION 4. WAIVERS AND B, the benefit of a waiver of the Class Bober 28, 1999.
REIMBURSEMENTS transfer agency fee is allocated entirely to
Any waiver or reimbursement of a feeClass B, and no portion of the waiver map?RAFTING INFORMATION

or expense incurred by the RIC shall med€ allocated to Class A. The principal author of this revenue
the following requirements: 03 Advisory fees and other expenses, ;o e is Susan Thompson Baker of

.01 Fees and expenses related télated to the management of the CorpG . qfice of Assistant Chief Counsel (Fi-
arrangements for shareholder services ofalion’s assets—(1) General rule. The -\, o |nstitutions and Products). For
the distribution of sharesThe benefit of benefit of a waiver or reimbursement of g | o inormation regarding this revenue
a waiver or reimbursement of all or parfee or expense that is described m.SeCt'Opnrocedure, contact Susan Baker at (202)
of a fee or expense that is described i%.03(1) of this revenue procedure is alloz " :

) . ) 622-3940 (not a toll-free call).

section 3.01 of this revenue procedure igated to all shares by net asset value, re-
allocated to the Qualified Group of sharegardless of Qualified Group, except as

on behalf of which the fee or expense wagrovided in paragraph (2) of this section. ;¢ cer 601.105: Examination of returns and
incurred. Thus, for example, if a RIC (2) Performance feesA RIC whose claims for refund, credit, or abatement;

meeting the requirements of this revenuadvisory contract contains performanceéetermination of correct tax liability.

procedure issues Class A shares bearind@e provisions described in sectiorfIs Part!, section 6662,

Rule 12b-1_ fee of .50 percent of net a_ssét.03(2) of this revenue proc_edur_e shahev_ Proc. 99-41

value and issues Class B shares bearing@mply with the requirement in this sec-

Rule 12b-1 fee of .75 percent of net asséibn 4.03(2) instead of that contained irSECTION 1. PURPOSE

value, a distributor may waive all or partsection 4.03(1) of this revenue procedure. .

of the Class B Rule 12b-1 fee. Becausé, under these performance fee provi- 01 This revenue procedure updates

the Class B Rule 12b-1 fee was allocatesions, a Qualified Group is allocated afReV- Proc. 98-62, 1998-52 |.R.B. 23, and

to Class B on the basis of the amount iradvisory fee that exceeds the advisory fdéentifies circumstances under which the

curred by Class B, the benefit of a waivethat would have been allocated to thafisclosure on a taxpayer’s return of a po-

of the Class B Rule 12b-1 fee is allocateQualified Group if its performance wereSition with respect to an item is adequate

entirely to Class B, and no portion of theequivalent to that of the index or othefor the purpose of reducing the under-

waiver may be allocated to Class A. measure of performance under these peftatement of income tax under § 6662(d)
.02 Other fees and expenseBhe ben- formance fee provisions, then the benefRf the Internal Revenue Code (relating to

efit of a waiver or reimbursement of all orof a waiver or reimbursement of all orthe substantial understatement aspect of

part of a fee or expense described in separt of the excess shall be allocated to tHe accuracy-related penalty), and for the

tion 3.02 of this revenue procedure is alQualified Group to which the excess is alpurpose of avoiding the preparer penalty

located in accordance with the method gbcated. The benefit of any waiver or reunder § 6694(a) (relating to understate-

allocation of the fee or expense pursuaiibursement of any other portion of thenents due to unrealistic positions). This

to section 3.02. If pursuant to sectiorhdvisory fee shall comply with sectionrevenue procedure does not apply with re-

3.02 the fee or expense was allocated Qo3(1) of this revenue procedure. spect to any other penalty provision (in-
the basis of the amount incurred on behalf C|uding the neg”gence or disregard provi-
of each Qualified Group, the benefit of SECTION 5. PROCEDURE sions of the § 6662 accuracy-related

waiver or reimbursement of the fee or ex- . o enalty)
pense described in section 3.02 is allo- 'f Variations in distributions to share-P€Nalty).

cated to the Qualified Group of shares of0!ders of different Qualified Groups 02 This revenue procedure applies to
behalf of which the expense was incurred@Xist solely as a result of the allocatiof®y retur filed on 1999 tax forms for a
If pursuant to section 3.02 the fee or ex@Nd payment of fees and expenses affig<able year beginning in 1999, and to

pense was allocated on the basis of nme allocation of the benefit of WaiVerSany return filed on 1999 tax forms in 2000

asset value, the benefit of a waiver or reand reimbursements of fees and expensi¥ short taxable years beginning in 2000.

imbursement of the fee or expense is alld? accordance with the applicable provisecTioN 2. CHANGES FROM REV.
cated by net asset value. Thus, for exarions of section 3 and 4 of this revenuproc 9g_62

ple, if Class A shares are allocated grocedure, these variations do not pre-

transfer agency fee pursuant to sectiovent the distributions from being divi- Editorial changes only have been made
3.02 on the basis of the amount incurredends under § 562. in this revenue procedure.
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SECTION 3. BACKGROUND below is unnecessary for purposes of re.01(2), the following six expenses as
) . ducing any understatement of income tathey relate to the rental of property):

.01 If § 6662 applies to any portion Ofnqer § 6662(d) provided that the forms  (a) Casualty and Theft Losses: The
an underpayment of tax required t0 b8y 4ttachments are completed in a cleprocedure outlined in section 4.01(1)(e)
shown on a return, an amount equal 10 2Qanner and in accordance with their inabove must be followed.
percent of the portion of the underpaygyctions. The money amounts entered (b) Legal Expenses: The amount
ment to which the section applies i$)y the forms must be verifiable, and thelaimed must be stated. This section
added to the tax. (The penalty rate is 4Q\tormation on the return must be dis4.01(2)(b) does not apply, however, to
percent in the case of certain gross valugjoseq in the manner described belovamounts properly characterized as capital
tion misstatements.) Under 8 6662(b)(2)zqr purposes of this revenue procedure,expenditures, personal expenses, or nond-
§ 6662 applies to the portion of an unders,muer is verifiable if, on audit, the tax-eductible lobbying or political expendi-
payment that is attributable to a substarsayer can demonstrate the origin of theures, including amounts that are required
tial understatement of income tax. number (even if that number is not ultito be (or that are) amortized over a period

.02 Section 6662(d)(1) provides thaf,,tely accepted by the Internal Revenuef years.
there is a substantial understatement of iRseyjce) and the taxpayer can show good ~ (c) Specific Bad Debt Charge-off:
come tax if the amount of the understatgyjt, in entering that number on the apThe amount written off must be stated.
ment exceeds the greater of 10 percent gficapje form. (d) Reasonableness of Officers’
the amount of tax required to be shown on 1y £orm 1040, Schedule A, ItemizedCompensation: Form 1120, Schedule E,
the return for the taxable year or $5,00¢)¢qctions: Compensation of Officers, must be com-
(310,000 in the case of a corporation ) \edical and Dental Expensespleted when required by its instructions.
other than an S corporation or a personglompete lines 1 through 4, supplying allThe time devoted to business must be ex-
holding company). Section 6662(d)(2}equired information. pressed as a percentage as opposed to
defines an understatement as the excess of j5) Taxes: Complete lines 5 througttpart” or “as needed.” This section
the amount of tax required to be shown 0§ g hn1ying all required information.4.01(2)(d) does not apply to “golden para-
the return for the taxable year over thejne g must list each type of tax and thehute” payments, as defined under § 280G.
amount of the tax that is shown on the regqnt paid. This section 4.01(2)(d) will not apply to
turn reduced by any rebate (within the ¢y " |nterest Expense: Completehe extent that remuneration paid or in-
meaning of § 6211(b)(2)). _lines 10 through 14, supplying all re-curred exceeds the $1 million-employee-

:03 In the case of an item not attributy \jreq information. This sectionremuneration limitation, if applicable.
able to a tax shelter, § 6662(d)(2)(B)(i)4.01(1)(c) does not apply to (i) amounts  (e) Repair Expenses: The amount
provides that the amount of the undergisajiowed under § 163(d) unless Fornclaimed must be stated. This section
statement is reduced by the portion of thggs>  |nvestment Interest Expense Det.01(2)(e) does not apply, however, to any
understatement attributable to any itergqtion, is completed, or (i) amounts disrepair expenses properly characterized as
with respect to which the relevant factsyowed under § 265. capital expenditures or personal expenses.
affecting the item’s tax treatment are ade- 4y contributions: Complete lines  (f) Taxes (other than foreign taxes):
quately disclosed on the return or on 3g hrough 18, supplying all required in-The amount claimed must be stated.
statement attached to the return, and thef&mation. Merely entering the amount of (3) Form 1120, Schedule M-1, Recon-
is a reasonable basis for the tax treatmefje gonation on Schedule A, howevergiliation of Income (Loss) per Books With
of such item by the taxpayer. will not constitute adequate disclosure ifncome per Return, provided:

.04 In general, this revenue procedurg,q (axpaver receives a substantial benefit  (a) The amount of the deviation
provides guidance in determining whefy,m the donation shown. If a contribu-from the financial books and records is
disclosure is adequate for purposes Qfon of property other than cash is madeot the result of a computation that in-
§ 6662(d). For purposes of this revenugng the amount claimed as a deductiotiudes the netting of items; and
procedure, the taxpayer must furnish ally eeqs $500, a properly completed Form  (b) The information provided rea-
required information in accordance withgog3  Noncash Charitable Contributionssonably may be expected to apprise the
the applicable forms and instructions, ang, ;s pe attached to the return. This setaternal Revenue Service of the nature of
the money amounts entered on thesgyy 4.01(1)(d) will not apply to any con-the potential controversy concerning the
forms must be verifiable. Guidance undeg;p, ;iion of $250 or more unless the contax treatment of the item.

§ 6662(d) for returns filed in 1998, 199701 h0raneous written acknowledgment (4) Foreign Tax Items:

and 1996 is provided in Rev. Proc. 98-624qirement of § 170(f)(8) is satisfied. (a) International Boycott Transac-
Rev. Proc. 97-56, 1997-2 C.B. 582; and * (¢) casualty and Theft Lossestions: Transactions disclosed on Form
Rev. Proc. 96-58, 1996-2 C.B. 390, récomplete Form 4684, Casualties an8713, International Boycott Report.

spectively. Thefts, and attach to the return. Each (b) Intercompany Transactions:
SECTION 4. PROCEDURE item or art_icle f_or which a casm_JaIty orTransactions and amounts shown on
theft loss is claimed must be listed orschedule M (Form 5471), Transactions

.01 Additional disclosure of facts rele-Form 4684. Between Controlled Foreign Corporation

vant to, or positions taken with respect to, (2) Certain Trade or Business Expenseand Shareholders or Other Related Per-
issues involving any of the items set fortlfincluding, for purposes of this sectionsons, lines 19 and 20; and Form 5472,
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Part IV, Monetary Transactions Betweerand attach to the return. This sectioable year beginning in 1999, and to any
Reporting Corporations and Foreign Re4.01(5)(b) does not apply to club dues, arturn filed on 1999 tax forms in 2000 for
lated Party, lines 7 and 18. to travel expenses for any non-employeshort taxable years beginning in 2000.
(c) Treaty-Based Return Positionaccompanying the taxpayer on the trip.
Transactions and amounts under § 6114 () Fuels Credit: Complete FormSECTION 6. DRAFTING
or 7701(b) as disclosed on Form 88334136, Credit for Federal Tax Paid OHNFORMA-HON
Treaty-Based Return Position DisclosureFueB' and attach to the return.
(5) Other: ) (d) Investment Credit: Complete
(a) Moving Expenses: Complete

. 3468, | t t Credit, and att
Form 3903, Moving Expenses, and attacForm nvestment Lredit, and attac
0 the return.

The principal author of this revenue
rocedure is Renay France of the Office
f Assistant Chief Counsel (Income Tax

to the return. and Accounting). For further information
(b) Employee Business ExpensessgcTION 5. EFFECTIVE DATE regarding this revenue procedure, contact
Complete Form 2106, Employee Busi- Ms. France on (202) 622-4940 (not a toll-

ness Expenses, or Form 2106-EZ, Unre- This revenue procedure applies to anjee call).
imbursed Employee Business Expenseggturn filed on 1999 tax forms for a tax-

26 CFR 601.602: Tax forms and instructions.
(Also Part |, sections 1, 32, 59, 63, 68, 132, 135, 151, 170, 213, 220, 512, 513, 685, 877, 2032A, 2503, 2523, 2631, 4261, 4033, 6039F, 6323, 6334,
6601, 7430, 7702B)

Rev. Proc. 99-42
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.19 Luxury Automobile Excise Tax 4001 & 4003
.20 Passenger Air Transportation Excise Tax 4261
.21 Reporting Exception for Certain Exempt Organizations with Nondeductible Lobbying Expenditures 6033(e)(3)
.22 Notice of Large Gifts Received fromForeign Persons 6039F
.23 Persons against Which a Federal Tax Lien is Not Valid 6323
.24 Property Exempt from Levy 6334
.25 Interest on a Certain Portion of the Estate Tax Payable in Installments 6601(j)
.26 Attorney Fee Awards 7430
.27 Periodic Payments Received under Qualified Long-Term Care Insurance Contracts or under

Certain Life Insurance Contracts 7702B(d)
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SECTION 4. EFFECTIVE DATE transportation fringes, as amended by sethe taxpayer), as amended by section
tion 9010(b) of the Transportation Equity3431 of the Internal Revenue Service Re-
SECTION 5. DRAFTING Act for the 21st Century, Pub. L. 105-178structuring and Reform Act of 1998, Pub.

INFORMATION 112 Stat. 107 (1998), are adjusted for in-. No. 105-206, 112 Stat. 685 (1998), are

SECTION 1. PURPOSE flation for tax years beginning in 2000adjusted for inflation for tax years begin-
. . (section 3.07). ning in 2000 (section 3.24).

. Thls.revenqe procedure sets forth infla- 45 The value of property exempt from

tion adjusted items for 2000. levy under § 6334(a)(2) (fuel, provisions,SECT|ON 3. 2000 ADJUSTED ITEMS

SECTION 2. CHANGES MADE FROM furniture, and other household personal ) 14 Rate TablesFor tax years be-

PRECEDING YEAR effects, as well as arms for personal Usginning in 2000, the tax rate tables under

livestock, and poultry) and under§ 1 are as follows:
.01 The limitations in § 132(f) on the8 6334(a)(3) (books and tools necessary
exclusion from gross income for qualifiedfor the trade, business, or profession of

TABLE 1 — Section 1(a). — MARRIED INDIVIDUALS FILING JOINT RETURNS AND SURVIVING SPOUSES

If Taxable Income Is: The Tax Is:
Not Over $43,850 15% of the taxable income
Over $43,850 $6,577.50 plus 28% of
but not over $105,950 the excess over $43,850
Over $105,950 $23,965.50 plus 31% of
but not over $161,450 the excess over $105,950
Over $161,450 $41,170.50 plus 36% of
but not over $288,350 the excess over $161,450
Over $288,350 $86,854.50 plus 39.6% of

the excess over $288,350

TABLE 2 — Section 1(b). — HEADS OF HOUSEHOLDS

If Taxable Income Is: The Tax Is:
Not Over $35,150 15% of the taxable income
Over $35,150 $5,272.50 plus 28% of

but not over $90,800 the excess over $35,150
Over $90,800 $20,854.50 plus 31% of

but not over $147,050 the excess over$90,800
Over $147,050 $38,292 plus 36% of

but not over $288,350 the excess over $147,050
Over $288,350 $89,160 plus 39.6% of

the excess over $288,350

TABLE 3 — Section 1(c). — UNMARRIED INDIVIDUALS (OTHER THAN SURVIVING SPOUSES AND HEADS OF HOUSE-
HOLDS)

If Taxable Income Is: The Tax Is:
Not Over $26,250 15% of the taxable income
Over $26,250 $3,937.50 plus 28% of
but not over $63,550 the excess over $26,250
Over $63,550 $14,381.50 plus 31% of
but not over $132,600 the excess over $63,550
Over $132,600 $35,787 plus 36% of
but not over $288,350 the excess over $132,600
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Over $288,350 $91,857 plus 39.6% of
the excess over $288,350

TABLE 4 — Section 1(d). — MARRIED INDIVIDUALS FILING SEPARATE RETURNS

If Taxable Income Is: The Tax Is:

Not Over $21,925 15% of the taxable income

Over $21,925 $3,288.75 plus 28% of
but not over $52,975 the excess over $21,925

Over $52,975 $11,982.75 plus 31% of
but not over $80,725 the excess over $52,975

Over $80,725 $20,585.25 plus 36% of
but not over $144,175 the excess over $80,725

Over $144,175 $43,427.25 plus 39.6% of

the excess over $144,175

TABLE 5 — Section 1(e). — ESTATES AND TRUSTS

If Taxable Income Is: The Tax Is:
Not Over $1,750 15% of the taxable income
Over $1,750 $262.50 plus 28% of

but not over $4,150 the excess over $1,750
Over $4,150 $934.50 plus 31% of

but not over $6,300 the excess over $4,150
Over $6,300 $1,601 plus 36% of

but not over $8,650 the excess over $6,300
Over $8,650 $2,447 plus 39.6% of

the excess over $8,650

.02 Unearned Income of Minor Chil- amount is used for purposes of § 1(g)(7at or above which the maximum amount
dren Taxed as if Parent’s Income (th€that is, determining whether a parenof the earned income credit is allowed.
“Kiddie Tax”). For tax years beginning may elect to include a child’s gross in-The “threshold phaseout amount” is the
in 2000, the amount in 8 1(g)(4)(A)(ii)(I), come in the parent’s gross income and famount of modified adjusted gross in-

which is used to reduce the net unearneazhlculating the “kiddie tax”). come (or, if greater, earned income)
income reported on the child’s return that .03Earned Income Credit. above which the maximum amount of the
is subject to the “kiddie tax,” is $700. (1) In general. For tax years begin- credit begins to phase out. The “com-

(This amount is the same as the $7008ing in 2000, the following amounts arepleted phaseout amount” is the amount of
standard deduction amount provided imsed to determine the earned incommodified adjusted gross income (or if
section 3.05(2) of this revenue proceeredit under § 32(b). The “earned incomgreater, earned income) at or above which
dure.) In the alternative, the same $708mount” is the amount of earned incomeo credit is allowed.

Maximum Threshold Completed
Number Amount of Earned Income Phaseout Phaseout
of Children the Credit Amount Amount Amount
1 $2,353 $6,920 $12,690 $27,413
2 or more $3,888 $9,720 $12,690 $31,152
None $ 353 $4,610 $ 5,770 $10,380

The Internal Revenue Service, in the  (2) Excessive investment income. .04 Alternative Minimum Tax Exemp-
instructions for the Form 1040 series, proFor tax years beginning in 2000, thaion for a Child Subject to the “Kiddie
vides tables showing the amount of thearned income credit is denied under $ax.” For tax years beginning in 2000, in
earned income credit for each type of tax32(i) if the aggregate amount of certairthe case of a child to whom the § 1(g)
payer. investment income exceeds $2,400. “kiddie tax” applies, the exemption
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amount under 8§ 55 and § 59(j) for pur-

(2) Dependent.For tax years begin- sit pass, is $65. The monthly limitation

poses of the alternative minimum taxiing in 2000, the standard deductiomnder § 132(f)(2)(B) regarding the fringe
under § 55 may not exceed the sum of (Agmount under § 53(0)(5) for an individuabenefit exclusion amount for qualified
such child’s earned income for the taxabl&ho may be claimed as a dependent Qyarking is $175.

year, plus (B) $5,200.
.05 Standard Deduction.

(1) In general. For tax years begin-
ning in 2000, the standard deduction
amounts under § 63(c)(2) are as follows:

Standard
Filing Status

MARRIED INDIVIDUALS
FILING JOINT RETURNS
AND SURVIVING SPOUSES
(8 1(a))

HEADS OF HOUSEHOLDS
(8 1(b))

UNMARRIED INDIVIDUALS
(OTHER THAN SURVIVING
SPOUSES AND HEADS OF
HOUSEHOLDS) (§ 1(c))

MARRIED INDIVIDUALS
FILING SEPARATE
RETURNS (§ 1(d))

$7,350

$6,450

$4,400

$3,675

Filing Status

Code § 1(a)
Code § 1(b)
Code § 1(c)
Code § 1(d)

Deduction

another taxpayer may not exceed the .08 Income from United States Savings
greater of $700, or the sum of $250 angonds for Taxpayers Who Pay Qualified
the individual's earned income. Higher Education ExpensesFor tax
(3) Aged and blind. For tax years years beginning in 2000, the exclusion
beglnn!ng in 2000, the additional standargjyqer § 135, regarding income from
deduction amounts under 8 63(f) for the)njteq States savings bonds for taxpayers
aged and for the bI|r_1d are $850 for eacl@yho pay qualified higher education ex-
The;e .aT“OU”FS are Increasgd to $1,100 Ienses, begins to phase out for modified
the individual is also unmarried and not
surviving spouse.

.06 Overall Limitation on Itemized De-
ductions. For tax years beginning in
2000, the “applicable amount” of adjuste
gross income under 8 68(b), above whic
the amount of otherwise allowable item™ i
ized deductions is reduced under § 68, is -09 Personal Exemption.
$128,950 (or $64,475 for a separate return (1) Exemption amountt-or tax years
filed by a married individual). beginning in 2000, the personal exemp-

.07 Qualified Transportation Fringe. tion amount under § 151(d) is $2,800.

For tax years beginning in 2000, the  (2) Phaseout. For tax years begin-
monthly limitation under § 132(f)(2)(A), hing in 2000, the personal exemption
regarding the aggregate fringe benefit eamount begins to phase out at, and is
clusion amount for transportation in acompletely phased out after, the following
commuter highway vehicle and any tranadjusted gross income amounts:

djusted gross income above $81,100 for
joint returns and $54,100 for other re-
turns. This exclusion completely phases
ut for modified adjusted gross income of
111,100 or more for joint returns and
69,100 or more for other returns.

Threshold Completed
Phaseout Amount Phaseout Amount After

$193,400 $315,900

$161,150 $283,650

$128,950 $251,450

$ 96,700 $157,950

.10 Eligible Long-Term Care Premi- only coverage, a health plan which has gmaid by a member to an agricultural or
ums. For tax years beginning in 2000, theannual deductible that is not less thahorticultural organization, is $112.
limitations under § 213(d), regarding eli-$1,550 and not more than $2,350, and .13 Insubstantial Benefit Limitations
gible long-term care premiums includibleunder which the annual out-of-pocket exfor Contributions Associated with Chari-
in the term “medical care,” are as followspenses required to be paid (other than feable Fund-Raising Campaigns.

Attained age before the close of the ta>8

able year:

40 or less

More than 40 but not more
than 50

More than 50 but not more
than 60

More than 60 but not more
than 70

More than 70
.11 Medical Savings Accounts.

(1) Self-only coverageFor tax years tural or Horticultural Organizations.For
beginning in 2000, the term “high de-tax years beginning in 2000, the limita-

$2,20
$2'750exceed $5,700.

remiums) for covered benefits does not (1) Low cost article. For tax years be-
exceed $3,100. ginning in 2000, the unrelated business
(2) Family coverage.For tax years income of certain exempt organizations

$ 220peginning in 2000, the term “high de-under § 513(h)(2) does not include a “low

ductible health plan” means, in the case afost article” of $7.40 or less.

$ 410family coverage, a health plan which has (2) Other insubstantial benefitsFor

an annual deductible that is not less thaax years beginning in 2000, the $5, $25,

$ 820%3,100 and not more than $4,650, anadnd $50 guidelines in section 3 of Rev.

under which the annual out-of-pocket exProc. 90-12, 1990-1 C.B. 471 (as ampli-
gPenses required to be paid (other than féied and modified), for disregarding the
premiums) for covered benefits does notalue of insubstantial benefits received by
a donor in return for a fully deductible
.12 Treatment of Dues Paid to Agricul-charitable contribution under § 170, are
$7.40, $37, and $74, respectively.
.14 Funeral Trusts. For a contract en-

ductible health plan” as defined intion under § 512(d)(1), regarding the extered into during calendar year 2000 for a
§ 220(c)(2)(A) means, in the case of selfemption of annual dues required to béqualified funeral trust,” as defined in
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§ 685, the trust may not accept aggregaterhether within or without the United § 6601(j)) of the estate tax payable in in-
contributions by or for the benefit of anStates) for any transportation of any perstallments under § 6166 is $1,030,000.
individual in excess of $7,200. son by air, if such transportation begins or .26 Attorney Fee AwardsFor fees in-
.15 Expatriation to Avoid TaxFor cal- ends in the United States, generally isurred in calendar year 2000, the attorney
endar year 2000, the thresholds use$fl2.40. However, in the case of a dome$ee award limitation under § 7430(c)(1)-
under § 877(a)(2), regarding whether atic segment beginning or ending in Alask#B)(iii) is $140 per hour.
individual's loss of United States citizen-or Hawaii as described in § 4261(c)(3), .27 Periodic Payments Received under
ship had the avoidance of United Statethe tax only applies to departures and is &Qualified Long-Term Care Insurance
taxes as one of its principal purposes, athe rate of $6.20. Contracts or under Certain Life Insur-
more than $112,000 for “average annual .21 Reporting Exception for Certain ance Contracts.For calendar year 2000,
net income tax” and $562,000 or more foExempt Organizations with Nondethe stated dollar amount of the per diem
“net worth.” ductible Lobbying ExpendituresFor tax limitation under § 7702B(d)(4), regarding
.16 Valuation of Qualified Real Prop- years beginning in 2000, the annual peReriodic payments received under a quali-
erty in Decedent’s Gross Estatd=or an person, family, or entity dues limitation tofied long-term care insurance contract or
estate of a decedent dying in calendaqualify for the reporting exception underPeriodic payments received under a life
year 2000, if the executor elects to use tHe 6033(e)(3) (and section 5.05 of Revinsurance contract that are treated as paid
special use valuation method under ®roc. 98-19, 1998-7 I.R.B. 30), regardin§y reason of the death of a chronically ill
2032A for qualified real property, the ag-certain exempt organizations with nondelndividual, is $190.
gregate decrease in_ the value of q_ualifieductible lobbying expenditures, is $78 OSECTION 4. EFFECTIVE DATE
real property resulting from electing toless.
use § 2032A that is taken into account for .22 Notice of Large Gifts Received from .01 General Rule. Except as provided
purposes of the estate tax may not exce&oreign PersonsFor tax years beginning in section 4.02, this revenue procedure
$770,000. in 2000, recipients of gifts from certainapplies to tax years beginning in 2000.
.17 Annual Exclusion for Gifts. foreign persons may have to report these .02 Calendar Year RuleThis revenue
(1) For calendar year 2000, the firsgifts under § 6039F if the aggregate valuprocedure applies to transactions or
$10,000 of gifts to any person (other thaof gifts received in a taxable year exceedsvents occurring in calendar year 2000 for
gifts of future interests in property) are$10,931. purposes of section 3.14 (funeral trusts),
not included in the total amount of tax- .23 Persons against Which a Federalkection 3.15 (expatriation to avoid tax),
able gifts under 8 2503 made during thafax Lien is Not Valid.For calendar year section 3.16 (valuation of qualified real
year. 2000, a federal tax lien is not valid againgproperty in decedent’'s gross estate), sec-
(2) For calendar year 2000, the firs{1) certain purchasers under § 6323(b)(4lon 3.17 (annual exclusion for gifts), sec-
$103,000 of gifts to a spouse who is not that purchased personal property in a céion 3.18 (generation-skipping transfer
citizen of the United States (other tharsual sale for less than $1,060, or (2) a m&x exemption), section 3.19 (luxury auto-
gifts of future interests in property) arechanic’s lienor under § 6323(b)(7) that remobile excise tax), section 3.20 (passen-
not included in the total amount of taxablgaired or improved certain residentiager air transportation excise tax), section
gifts under §§ 2503 and 2523())(2) mad@roperty if the contract price with the3.23 (persons against which a federal tax
during that year. owner is not more than $5,320. lien is not valid), section 3.24 (property
.18 Generation-Skipping Transfer Tax .24 Property Exempt from LevyFor exempt from levy), section 3.25 (interest
Exemption. For calendar year 2000, thecalendar year 2000, the value of propert9n a certain portion of the estate tax
generation-skipping transfer tax exempexempt from levy under § 6334(a)(2)payable in installments), section 3.26 (at-
tion under § 2631, which is allowed in de{fuel, provisions, furniture, and othertorney fee awards), and section 3.27 (peri-
termining the “inclusion ratio” defined in household personal effects, as well a@dic payments received under qualified
§ 2642, is $1,030,000. arms for personal use, livestock, anéPng-term care insurance contracts or
.19Luxury Automobile Excise Tafor poultry) may not exceed $6,360. Thainder certain life insurance contracts).
calendar year 2000, the excise tax undealue of property exempt from levy under,
88 4001 and 4003 is imposed on the fir§ 6334(a)(3) (books and tools necessarlinF%g%\A%bDNRAFTlNG
retail sale of a passenger vehicle (includor the trade, business, or profession o
ing certain parts or accessories installetthe taxpayer) may not exceed $3,180. The principal author of this revenue
within six months of the date after the ve- .25Interest on a Certain Portion of the procedure is John Moran of the Office of
hicle was first placed in service), to theEstate Tax Payable in Installment&or Assistant Chief Counsel (Income Tax and
extent the price exceeds $38,000. an estate of a decedent dying in calendérccounting). For further information re-
.20 Passenger Air Transportation Ex-year 2000, the dollar amount used to deyarding this revenue procedure, contact
cise Tax. For calendar year 2000, the taxermine the “2-percent portion” (for pur-Mr. Moran on (202) 622-4940 (not a toll-
under 8 4261(c) on any amount paighoses of calculating interest undefree call).
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Part IV. Items of General Interest

Withdrawal of Notice of Federal The rules of 26 CFR 601.601(a)(3)ing organizations (which have been
Tax Lien in Certain apply to the hearing. treated as organizations that are not pri-
Circumstances; Hearing Persons who have submitted writtevate foundations described in section

comments and wish to present oral conb09(a) of the Code) are now classified as
Announcement 99-108 ments at the hearing, must submit an ouprivate foundations:

ugustine Foundation, Ames, 1A
orn Free MC Toy Run, Inc., Kent, OH
randwein-Morholt Trust, New York,

SUMMARY: This document contains @5mount of time to be devoted to eac
notice of public hearing on proposed regy,

. . : opic (signed original and eight (8)B
ulations relating to the withdrawal of no'copies) by Tuesday, November 16, 1999

tice of federal tax liens in certain circum- A period of 10 minutes is allotted to
stances. P . Celestial Harvest Foundation, New York,
each person for presenting oral com- NY

DATES: The public hearing is being heldMents. _ o Christian Education Forum, Nashville,
on November 30, 1999, at 10 a.m. The After the deadline for receiving out- N

IRS must receive outlines of the topics t§nes has passed, the IRS will prepare 38yjis |sjand of Baltimore Foundation,
be discussed at the hearing by Novemb@genda containing the schedule of speak-|,. - galtimore, MD

16, 1999. ers. Copies of the agenda will be madélobal Arts, Ltd., Denver, CO

. __ available, free of charge, at the hearing. yarry Chapin Foundation, Huntington,
ADDRESSES: The public hearing is Because of access restrictions, the IRS py

being held in Room 2615, Internal Revwill not admit visitors beyond the imme-The Hydrogen Foundation, Edina, MN
enue Building, 1111 Constitution Avenuediate entrance area more than 15 minutg§iand Boat Works. Inc.. Sausalito. CA
NW, Washington, DC. Due to building se-efore the hearing starts. For informatiofternational Center for Disarmarment and
curity procedures, visitors must enter aipout having your name placed on the Conversion. Davidson. NC

the 10th Street entrance, located betwegyilding access list to attend the hearingpyestment Education Institute, Detroit
Constitution and Pennsylvania Avenuesyge the “FOR FURTHER INFORMA- ’ '

NW. In addition, all visitors must presenty|on” section of this document

photo identification to enter the building. "](Oy Har'\1/|b_u_ryt I_—|om|e, ln%;/' ||—|ar;ngton, VNAC
Mail outlines to: CC:DOM:CORP:R Cynthia E. Grigsby, “00% MITSUIES: e, HHELE =ave.

(REG—101519-97), room 5226, Internal Chief, Regulations Unit, ~'9L =2 [ Incorporated, Hewror

Revenue Service, POB 7604, Ben Assistant Chief Counsel (Corporate)L ¢ gy’ ingham Scholarshi

Franklin Station, Washington, DC 20044. ouls Lunningham Schofarship

Hand deliver outlines Monday through(Filed by the Office of the Federal Register on Octo- Foundation, Southfield, Ml

Friday between the hours of 8 a.m. and er 27, 1999, 8:45 a.m., and published in the issue Bentor Plus, Inc., Fairfield, AL

o.m. to: CC:DOM:CORP:R (REG—the Federal Register for October 28, 1999, 64 F.Rvioonlight Theatre, Inc., New Rochelle,

line of the topics to be discussed and thé

101519-97), Courier’s Desk, Internal o °? NY o o
Revenue Service, 1111 Constitution Av- Roseau Youth Activities Association,
enue, NW, Washington, DC. Submit outg . f . Inc., Roseau, MN _
lines electronically via the Internet by se- ound_atlo_ns Status of Certain Schraalenburgh Housing Nonprofit
lecting the “Tax Regs” option on the IRsOrganizations Corporation, Teaneck, NJ

Thomas County Christian Brotherhood,

Home Page, or by submitting them di- _
rectly to the IRS Internet site atAnnouncement 99-109 Inc., Ochlocknee, GA

http://www.irs.gov/tax_regs/regslist.html. The following organizations haveBOP L. Thomas Ministries, Inc., Pryor,

FOR FURTHER INFORMATION: C failed to establish or have been unable to OK _ _
- CON- aintain their status as public charities of/orld of Friends, Inc., Phoenix, AZ

cerning submissions of comments, the "o oing foundations. Accordingly.Yad E2ra, Inc., West Hempstead, NY

hearing, and/or to be placed on the build- \(alobusha County Educational Fund,

ing access list to attend the hearin Corg[;_rantors and contributors may not, afte I Water Valley, MS
9 9 COlhis date, rely on previous rulings or des- ne., Water valiey,

tact LaNita Van Dyke, (202) 622-7180. . . . . o . .
(not a toll-free number), ignations in the_ Cqmulatlve List of Orga—. If an organization listed above submits

nizations (Publication 78), or on the preinformation that warrants the renewal of
SUPPLEMENTARY INFORMATION: Sumption arising from the filing of noticesits classification as a public charity or as a
The subject of the public hearing is théinder section 508(b) of the Code. Thigrivate operating foundation, the Internal
notice of proposed regulations (REG-isting doesnotindicate that the organiza-Revenue Service will issue a ruling or de-
101519-97, 1999-29 |.R.B. 114) that watons have lost their status as organizaermination letter with the revised classi-
published in theFederal Registeron tions described in section 501(c)(3), eligification as to foundation status. Grantors
Wednesday, June 30, 1999 (64 F.Rale to receive deductible contributions. and contributors may thereafter rely upon
35102). Former Public CharitiesThe follow- such ruling or determination letter as pro-

199946 I.R.B. 573 November 15, 1999



vided in section 1.509(a)—-7 of the Income The IRS will post pictures of missingdent of NCMEC. “We are confident this
Tax Regulations. It is not the practice othildren in its walk-in centers and printnew program will help us resolve cases
the Service to announce such revised clagheir pictures on otherwise blank pages aind reunite more missing children with
sification of foundation status in the Inter4{RS tax form instructions and taxpayer intheir families.”

nal Revenue Bulletin. formation publications, including the In- “The IRS is proud to participate in this
ternal Revenue Bulletin. The photos wilimportant program,” said IRS Commis-
be provided by NCMEC and will be ac-sioner Charles O. Rossotti. “By utilizing
Missing Children Photos Appear  companied by information about the chilspace in tax products, the IRS has an op-

in IRS Tax Products dren and the NCMEC's 24-hour, toll-freeportunity to bring these pictures to the
hotline number1-800-THE-LOST public in an effective and unprecedented
Announcement 99-110 (1-800-843-5678). The IRS is also estabvay.”

The ability of the Internal Revenue Serlishing a link from its Web site “The initiative represents a long-term
vice to reach tens of millions of Americar{Wwwirs.goy) to the NCMEC Web site commitment by the IRS to NCMEC’s
households each year is being put to d/Wwmissingkids.cojn cause,” Rossotti said. .
unprecedented use—the search for missing“One in six missing children is found Created in 1984, the private, nonprofit
children. The IRS is partnering with theas a direct result of someone recognizin CMEC has aided law enforcement offi-
National Center for Missing and Ex-their photos, and we count ourselves e)ggls in the search for over 67,QOO missing
ploited Children (NCMEC) to dramati- tremely fortunate to have the IRS as 5h|ldren. More than .48’00.0. children have
cally expand the distribution of photos ofpowerful new partner in our Picture ThenP€€n returned to their families as a result.
lost, abducted, and runaway children. Home campaign,” said Ernie Allen, presi-
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Abbre‘"atlons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.l.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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INTERNAL REVENUE BULLETIN

The Introduction at the beginning of this issue describes the purpose and content of this publication. The weekly Intareal Reve
Bulletin is sold on a yearly subscription basis by the Superintendent of Documents. Current subscribers are notified by the
Superintendent of Documents when their subscriptions must be renewed.

CUMULATIVE BULLETINS

The contents of this weekly Bulletin are consolidated semiannually into a permanent, indexed, Cumulative Bulletin. These are
sold on a single copy basis am@ notincluded as part of the subscription to the Internal Revenue Bulletin. Subscribers to the week-
ly Bulletin are notified when copies of the Cumulative Bulletin are available. Certain issues of Cumulative Bulletinsfgsgrdut o
and are not available. Persons desiring available Cumulative Bulletins, which are listed on the reverse, may purchaseaitbem from
Superintendent of Documents.

HOW TO ORDER

Check the publications and/or subscription(s) desired on the reverse, complete the order blank, enclose the proper remittance
detach entire page, and mail to the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402. Please
allow two to six weeks, plus mailing time, for delivery.

WE WELCOME COMMENTS ABOUT THE
INTERNAL REVENUE BULLETIN

If you have comments concerning the format or production of the Internal Revenue Bulletin or suggestions for improving it, we
would be pleased to hear from you. You can e-mail us your suggestions or comments through the IRS Internet Home Page
(www.irs.ustreas.gov) or write to the IRS Bulletin Unit, OP:FS:FP:P:1, Room 5617, 1111 Constitution Avenue NW, Washington,
DC 20224.




